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COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
AT RI CHVOND, JANUARY 5, 2001
APPLI CATI ON OF
VI RG NI A GAS STORAGE COVPANY
CASE NO. PUE000282

For an Annual Informational Filing

ORDER ADOPTI NG RECOMMENDATI ONS
AND DI SM SSI NG PROCEEDI NG

On May 30, 2000, Virginia Gas Storage Conpany ("VGSC' or
"the Conpany") filed its Annual Informational Filing ("AF") for
the twel ve nont hs endi ng Decenber 31, 1999.

On Novenber 30, 2000, the Staff filed its report in the
captioned matter which included a financial and accounting
analysis. Staff noted inits report that it had used an 11.5%
cost of equity for illustrative purposes in its financial
analysis. It explained that the Conpany and Staff had agreed to
use 11.5% as part of this AIF since the rates in Conpany's
application for a certificate of public convenience and
necessity (Case No. PUE940078) were based on estimates of
revenues and costs, including a cost of capital that
incorporated a return on equity rate of 11.5% The Staff
reported that it used the consolidated capital structure of
Virginia Gas Conpany ("VGC'), VGSC s parent, in its financial

anal ysis because VG is the primary entity that has obtai ned and


http://www.state.va.us/scc/contact.htm#General

al l ocated capital for VGSC s devel opnent. This consoli dated
capital structure, together with an 11.5% cost of equity,
produced an overall cost of capital of 10.641% for the 1999 test
year.

Further, the Staff noted that there is a case now pendi ng
before the Commi ssion involving a proposed nerger between NU
Corporation ("NU ") and VGC (Case No. PUA000079). Staff
reported that if the pending nerger is approved with NU, it
wll need to re-evaluate the capital structure appropriate for
setting rates for the Conpany. It stated that, assum ng NU
becones the entity that issues debt on behalf of VGSC, NU's
consolidated capital structure may be the appropriate capital
structure to use in setting VGSC s rates. The Staff requested
that the Conpany reflect information required by Schedules 1, 2,
and 3 for the test year and four prior fiscal years, as required
by the Conmi ssion's Rules Governing Uility Rate |Increase
Applications and Annual Informational Filings ("Rules"),

20 VAC 5-200-30, adopted in Case No. PUA990054.

In its accounting analysis, the Staff noted that it had to
revise certain of the Conpany's per books and fully adjusted
accounting data. Staff reported that, on a jurisdictional per
books basis, VGSC earned a return on year-end equity of 8.32%
and on a fully adjusted basis, the Conpany earned a return on

equity of 9.19% Based upon these operating results, Staff



proposed that no action be taken to revise the Conpany's rates
at this tine,

On Decenber 18, 2000, the Conpany filed its response to the
Staff's report. In its response, VGSC requested that it be
allowed to file its AIF for the twel ve nonths endi ng
Decenber 31, 2000, by May 31, 2001. It noted that the Staff did
not object to having VGSC file its AIF for the twelve nonths
endi ng Decenber 31, 2000, by May 31, 2001, to enabl e the Conpany
to provide Staff with audited financial information with which
it could evaluate VGSC s financial and operating results.

NOW UPON consi deration of the Conpany's application, the
Staff report, the Conpany's response thereto, and the applicable
statutes, the Comm ssion finds that the Staff's recomendations
found in its report are reasonabl e and shoul d be adopted.
Specifically, Staff's recomendations that the Conpany file
Schedules 1, 2, and 3 for the test year and four prior fiscal
years are reasonable and should be accepted. W further find it
appropriate to grant the Conpany's request to file its AIF for
the twel ve nont hs endi ng Decenber 31, 2000, by no later than My
31, 2001, so that audited financial and operating data nay be

avai l able to evaluate VGSC s fiscal and operational condition.



Accordingly, IT IS ORDERED THAT:

(1) Consistent with the findings nmade herein, the
recommendati ons set out in the Staff's Novenber 30, 2000, report
are hereby adopt ed.

(2) If VGSC does not seek rate relief, the Conpany shal
file its next AIF, utilizing audited financial and operating
results for the year endi ng Decenber 31, 2000, by no |later than
May 31, 2001.

(3) There being nothing further to be done in this matter,
this case shall be dismssed fromthe Conm ssion's docket of
active proceedings, and the papers filed herein placed in the

Commission's file for ended causes.



